OMB APPROVAL

UNITED STATES OMB Number: 3235-0123
SECURITIES AND EXCHANGE COMMISSION Expires: February 28, 2007
Washington, D.C. 20549 Estimated average burden

— hours per response . . . 12.00

DUUUMIRAA = Fomscmns ™ a_—

07005571 PART Il

N FACING PAGE
Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

- REPORT FOR THE PERIOD BEGINNING 1/1/06 AND ENDING 12/31/06

MM/DD/YY MM/DD/YY

!
I ’ J A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

Hunter Securities Corp. OFFICIAL LUSE ONLY
FIRM ID. NO.
| ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
515 Valley Street, Suite 110 //‘:\;‘A
(No. and Sweet) J,{'c:/ T
,\):-:'—f 'v‘:“"Fn\\"\-)‘/f&
Maplewood NJ A RO 07040
. : ; n e
(City) (State) / AT ZuLd (le/(;nde)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TOXIHIS REPORT y’
B ) <
Stephen A. Steglitz NN 973-761-6900

\\\// (Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

J.H. Cohn LLP

i (Name -- if individual, state last, first, middle name )

; 4 Becker Farm Road Roseland NJ 07068
(Address) (City) {Suate} {Zip Code)

CHECK ONE:
lj Certified Public Accountant PH()CESSE[)

| X Public Accountant

|

| K [] Accountant not resident in United States or any of its possessions APR 11 2007
/*'g "

. FOR OFFICIAL USE ONLY AL Lg'l‘fi(:i( 1N

;: r——{)‘ii\?«"u\f CIAL

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-3(e}(2).

SEC 1410 (06-02) Potential persons who are to respond to the collection of information
contained in this form are not required to respond unliess the form displays
a currently valid OMB control number.




OATH OR AFFIRMATION
I, Stephen A. Steglitz , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Hunter Securities Corp. ,asof
December 31, 2006 , are true and correct. 1 further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

vieoratleand o, L”'\

saforo o Thia / Signature
ATy -?:Zb-—a— o~ BOCF
X ‘ President

Ndtarv Public LY BN S, R
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"y Comnnsgicn Eigalres Aug, 141, 2008

This report** contains (check all applicable boxes):

(a) Facing page.

{b) Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of Cash Flows.

{e) Statement of Changes in Stockhelders' Equity or Partners’ or Sole Praprietor's Capital.
(D) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

{h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i} Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

EOOECEIEIEEIE]

(i) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 13¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-

solidation.
() An Oath or Affirmation.
{m) A copy of the SIPC Supplemental Report.

{n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

{0) Independent auditor's report on internal accounting control.

[ | 3| | 3

{p) Schedule of segregation requirements and funds in segregation--customers’ regulated commodity futures account
pursuant to Rule 171-5,

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3}.
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Report of Independent Public Accountants

To the Board of Directors
Hunter Securities Corp.

We have audited the accompanying statement of financial condition of Hunter Securities Corp. as
of December 31, 2006, and the related statements of operations, changes in stockholders’ equity
and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibilty of the
Company's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Hunter Securities Corp. as of December 31, 2006, and its results of
operations and cash flows for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule | is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary
information required by Rule 17a-5 under the Securities Exchange Act of 1934. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

4 Ghoitl

Roseland, New Jersey
February 27, 2007




HUNTER SECURITIES CORP.

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

ASSETS

Cash and cash equivalents
Deposit with clearing organization
Securities owned, at market value
Due from stockholder

Other assets

Total

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Payable to clearing organization
Note payable - stockholder
Accounts payable and accrued expenses
Payroll and payroll taxes payable
Total liabilities

Commitments and contingencies

Stockholders' equity:
Common stock, $.10 par value; 2,500 shares authorized,;
300 shares issued
Additional paid-in capital
Retained earnings
Less treasury stock, 100 shares of common stock, at cost
Total stockholders' equity

Total

See Notes to Financial Statements.

$ 39,885
50,000
866,424
40,000

41,198

$1.037.507

$ 416,959
2,395
24,677
241,064

_ 685,005

30
344,292
61,748

(53.658)
352,412

$1,037,507



HUNTER SECURITIES CORP.

STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2006

Revenues:
Gain on principal transactions
Interest income
Other income
Total

Expenses:
Compensation and benefits
Clearing and floor brokerage
Regulatory fees and expenses
Communications
Occupancy
Interest expense
General and administrative

Total

Net loss

See Notes to Financial Statements.

$1,013,809
178,044
32,665
1,224 518

853,392
138,046
17,168
51,878
30,576
75,824

94.151

1.261.035

$ (36517)




HUNTER SECURITIES CORP.

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
YEAR ENDED DECEMBER 31, 2006

Additional
Common Stock Paid-in Retained Treasury Stock
Shares Amount Capital Earnings Shares _Amount Total
Balance, January 1,

2006 300 $30 $344,292 $98,265 100 $(53.658) $388,929
Net loss (36,517) _ (36,517)
Balance, December 31,

2006 300 3530 5344207  $61.748 100 £(53658) $352.41
See Notes to Financial Statements.
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HUNTER SECURITIES CORP.

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2006

Operating activities:
Net loss

Adjustments to reconcile net loss to net cash provided by

operating activities:
Depreciation
Unrealized loss on investment securities

Accrued interest on note payable - stockholder

Changes in operating assets and liabilities:
Securities owned
Other assets
Payable to clearing organization

Accounts payable and accrued expenses

Payroll and payroll taxes payable

Net cash provided by operating activities

Investing activities:
Purchases of furniture and equipment
Advances to stockholder
Net cash used in investing activities
Financing activities:
Repayments of long-term debt
Repayments of note payable - stockholder
Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Supplemental disclosure of cash flow data:

Interest paid

Income taxes paid

See Notes to Financial Statements.

$ (36,517)

7,526
78,996
504

363,025
4,073
(443,986)
(2,635)
152,533
123,519

(1,591)
(40,000)
(41.591)

(18,488)
(90,000)
(108.488)

(26,560)
66,445

$ 39,885

$ 74532
3 750



HUNTER SECURITIES CORP.

NOTES TO FINANCIAL STATEMENTS

Note 1 - Business and summary of significant accounting policies:
Business:
Hunter Securities Corp. (the "Company") is a broker-dealer registered with the
Securities and Exchange Commission (the "SEC") and is a member of the
National Association of Securities Dealers, Inc.

The Company has an agreement with another broker-dealer (the "clearing
broker") to clear transactions, carry customers' accounts on a fully-disclosed basis
and perform record keeping functions and, consequently, operates under the
exemptive provisions of SEC Rule 15¢3-3k(2)(i). The Company's customer
activities are transacted on a cash basis.

Use of estimates:
The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to
make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Securities transactions and valuations:
Securities transactions, commission income and related commission expenses
are recorded on a trade-date basis.

The Company's positions in securities owned are concentrated in state and
municipal obligations. Those securities positions and its deposits in money market
accounts are valued at market and unrealized gains and losses are included in
results of operations.

Cash equivalents:
Cash equivalents are investments in money market funds.

Furniture and equipment:
Furniture and equipment are carried at cost. Depreciation is provided using
straight-line and accelerated methods.

Income taxes:
The Company, with the consent of its stockholders, has elected to be treated as
an "S" Corporation under provisions of the Internal Revenue Code. In general,
corporate income or loss of an "S" Corporation is allocated to the stockholders
for inclusion in their personal Federal income tax returns. Accordingly, there is
no provision for Federal income tax in the accompanying financial statements.

The Company has also elected to be treated as an "S" Corporation for New
Jersey state income tax purposes. However, the State of New Jersey does
impose a tax on "S" Corporation income at a reduced rate.

Deferred state tax assets and liabilities were not material at December 31,
2006.

I ;




HUNTER SECURITIES CORP.

NOTES TO FINANCIAL STATEMENTS

Note 2 - Securities owned:
Securities owned (other than money market account shares) represent positions in
marketable securities taken primarily for trading purposes in the ordinary course of
business. At December 31, 2008, securities owned includes marketable securities, at
market value, consisting of state and municipal bonds, with a market value of
$866,424,

Note 3 - Furniture and equipment:
The carrying value of furniture and equipment has been included in other assets as of
December 31, 2006 and consists of the following:

Estimated
Useful
Life Amount

Furniture and fixtures 5-7years $ 38,036
Equipment and software 3-5 years 140,512
Vehicles 5 years 36,828
215,376

Less accumuiated depreciation 204,166
Total $ 11,210

Note 4 - Payable to clearing organization:
The payable to clearing organization is primarily comprised of margin obligations,
which are collateralized by securities owned by the Company.

Note 5 - Related party transactions:
Note payable - stockholder, which bears interest at 4.875% per annum, is due on
demand. Related interest expense amounted to $1,265 for the year ended December
31, 2006.

The Company has advanced $40,000 to a stockholder. The advance is noninterest
bearing and is due on demand.




HUNTER SECURITIES CORP.

NOTES TO FINANCIAL STATEMENTS

Note 6 - Savings plan:
The Company maintains a profit-sharing plan pursuant to Section 401(k) of the
Internal Revenue Code under which all employees meeting eligibility requirements
qualify for membership. The Company may make voluntary contributions at the
discretion of the Board of Directors. There were no contributions made to the plan for
the year ended December 31, 2006.

Note 7 - Commitments and contingencies:
Operating leases:
The Company leases its office space under an operating lease that expires in
August 2009. The office lease requires the Company to pay real estate taxes
and maintenance costs. Minimum future rental commitments under the lease in
each of the years subsequent to December 31, 2006 are as follows:

Year Ending
December 31, Amount
2007 $31,334
2008 32,272
2009 21,931
Total $85.537

Rent expense under noncancelable operating leases was $30,576 in 2005.

Indemnifications:

In the normal course of its business, the Company indemnifies and guarantees
certain service providers, such as clearing and custody agents, trustees and
administrators, against specified potential losses in connection with their acting as
an agent of, or providing services to, the Company or its affiliates. The Company
also indemnifies some clients against potential losses incurred in the event
specified third-party service providers, including subcustodians and third-party
brokers, improperly execute transactions. The maximum potential amount of
future payments that the Company could be required to make under these
indemnifications cannot be estimated. However, the Company believes that it is
unlikely it will have to make material payments under these arrangements and
has not recorded any contingent liability in the financial statements for these
indemnifications.



HUNTER SECURITIES CORP.

NOTES TO FINANCIAL STATEMENTS

Note 8 - Financial instruments with off-balance-sheet risk and concentration of credit risk:
Financial instruments that potentially subject the Company to concentrations of credit
risk consist principally of cash deposits with banks and brokers and receivables from
other brokers. At times, such deposits exceed Federal or other applicable insurance
limits. The Company reduces its exposure to credit risk by maintaining banking and
brokerage relationships with major financial institutions and monitoring their credit
ratings.

Securities sold but not yet purchased represent obligations of the Company to deliver
the specified security at the contracted price and thereby create a liability to
repurchase the security in the market at prevailing prices. Accordingly, these
transactions result in off-balance-sheet risk as the Company's ultimate obligation to
satisfy the sale of securities sold but not yet purchased may exceed the amount
recognized in the statement of financial condition.

Additionally, the Company is exposed to off-balance-sheet risk of loss on
transactions during the period from the trade date to the settlement date, which is
generally three business days. If the customer fails to satisfy its contractual
obligations to the clearing broker, the Company may have to purchase or sell
financial instruments at prevailing market prices in order to fulfill the customer's
obligations. Settlement of these transactions is not expected to have a material effect
on the Company's financial position, results of operations or cash flows.

Note 9 - Net capital requirements:

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which
requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. Ruile
15¢3-1 also provides that equity capital may not be withdrawn or cash distributions
paid if the resulting net capital ratio would exceed 10 to 1. At December 31, 2006, the
Company had net capital of $208,867, which was $108,867 in excess of its minimum
required net capital of $100,000. The Company's net capital ratio was 1.28 to 1.

10




HUNTER SECURITIES CORP.

SCHEDULE | - COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2006

Net capital:
Total stockholders' equity

Deduct nonallowable assets:
Due from stockholder
Other assets
Total deductions
Net capital before haircuts on securities positions

Haircuts on securities positions - munlmpal obligations
and money market funds

Net capital
Aggregate indebtedness:
Total liabilities

Less payable to clearing organization

Aggregate indebtedness

Computation of basic net capital requirement:

Minimum net capital required (greater of 6-2/3% of aggregate
indebtedness or $100,000 minimum dollar net capital require-

ment)
Excess of net capital
Excess of net capital at 1,000%

Ratio of aggregate indebtedness to net capital

11

$352,412

40,000
41,198
81,198

—_—

271,214

62,347

208,867

$685,095
416,959

$268,136

$100.000
108,867
$182,053

128to1



HUNTER SECURITIES CORP.

SCHEDULE | - COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION (Concluded)
DECEMBER 31, 2006

Reconciliation with the Company's computation (included in Part l1A
of Form X-17A-5) as of December 31, 2006:
Net capital as reported in the Company's Part lIA {(Unaudited)

FOCUS report $203,165
Increase in net capital resulting from changes in:
Haircuts on securities positions $28,725
Audit adjustments, net;
Statement of financial condition reclassifications (5,542)
Statement of operations changes (17.481) 5702
Net capital per above $208.867
Aggregate indebtedness as reported in the Company's Part [|A
(Unaudited) FOCUS report $253,302
Increase in aggregate indebtedness resulting from audit adjust-
ments to increase accounts payable and accrued expenses
and statement of financial condition reclassifications 14,834
Aggregate indebtedness per above $268.136

See Report of Independent Public Accountants.
12
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Report of Independent Public Accountants on Internal Control

To the Board of Directors
Hunter Securities Corp.

In planning and performing our audit of the financial statements of Hunter Securities Corp. (the
"Company") as of and for the year ended December 31, 2006, in accordance with auditing
standards generally accepted in the United States of America, we considered the Company's
internal control over financial reporting ("internal control") as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Company's internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company's internal
control.

Also, as required by Rule 17a-5(g}(1) of the Securities and Exchange Commission (the
"SEC"), we have made a study of the practices and procedures followed by the Company
including consideration of control activities for safeguarding securities. This study included
tests of such practices and procedures that we considered relevant to the objectives stated in
Rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under Rule 17a-3(a)(11), and for determining compliance with the
exemptive provisions of Rule 15c3-3. Because the Company does not camy securities
accounts for customers or perform custodial functions relating to customer securities, we did
not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons and
recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling
this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of controls and of the practices and procedures referred to
in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC's above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide management with reasonable but not
absolute assurance that assets for which the Company has responsibility are safeguarded
against loss from unauthorized use or disposition and that transactions are executed in

13




accordance with management's authorization and recorded properly to permit the preparation
of financial statements in conformity with accounting principles generally accepted in the
United States of America. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with
accounting principles generally accepted in the United States of America such that there is
more than a remote likelihood that a misstatement of the entity's financial statements that is
more than inconsequential will not be prevented or detected by the entity's internal control. A
material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that
might be material weaknesses. We did not identify any deficiencies in internal control and
control activities for safeguarding securities that we consider to be material weaknesses, as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in ail material respects
indicate a material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company's practices and procedures as described in the second
paragraph of this report were adequate at December 31, 2006 to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, the National Association of Securities Dealers, Inc. and other
regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in
their regulation of registered brokers and deaiers, and is not intended to be and should not be
used by anyone other than these specified parties.

Roseland, New Jersey END
February 27, 2007
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